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Cost System of a Chocolate 
Company 


By GEO. F. CASSIDY, Montreal. 
(Thesis submitted in connection with the Society’s examinations) 


REPORT OF THE COSTING SYSTEM IN FORCE IN THE 
CHOCOLATE CO. LTD. MANUFACTURERS OF COATINGS. 


INTRODUCTION 


(a) All goods are sold f.o.b. Plant, or the customer is billed for 
the freight. On account of the large variation in selling prices per 
100 lbs. we cannot base freight to customers as a percentage of 
selling prices. If we did include freight to customers in our selling 
prices and base the rate on sales, then a 12c Coating would only 
bear half as much as a 24c Coating, whereas the actual delivery 
charge would be the same. The only logical other way to do this 
would be to quote on every order, and as our salesmen cannot be 
expected to carry a complete list of freight rates with them this 
method has also been dropped. 

(b) Purchases of materials for production are handled by the 
Buying Department. Stationery and office supplies are bought by the 
Secretary-Treasurer, and repair materials and shop supplies by the 
Maintenance Department. 

(c) Thirty different kinds of coatings are manufactured including 
milk coating, plain coatings and ice cream coatings. The processes 
are the same for all kinds. 

(d) The bulk of the sales is covered by contracts. 

(e) Winnowed nibs and cocoa butter are purchases and are there- 
fore treated as raw materials. . 

(f) A Cost Department Journal is kept and all transfers from 
one account to another are journalized and the Accounting Depart- 
ment notified. 


BUDGET 


At the beginning of each fiscal period the Cost Accountant bud- 
gets the operations for the succeeding six months. 

(a) Sales Budget. The information for the Sales Budget comes 
from the person in charge of sales. He has records of contracts on 
file and a record showing past information on sales other than by 
contract. Something like the following is submitted (although I am 
only showing four columns, there are actually thirty): 


ESTIMATED SALES for the six months ending 


S PP. te 6. F:. eo SP. Se Oe UF Ree 
No. 1 Coat. No. 2 Coat. No. 3 Coat. No. 4 Coat. Total 


eee eee eres 











Ibs. Ibs. Ibs. lbs, Ibs. 
A. Bisc. Co. (new contract for 
OO aaa 20,000 50,000 45,000 115,000 
M. Candy Co. (bal. old contr.) 10,000 10,000 10,000 30,000 
M. Candy Co. (estimated for 
bal. of i ) eee 20,000 20,000 20,000 60,000 
X. Confect. (bal. of old contr.) 15,000 5,000 20,000 
All other : contracts listed ; 
separately .....cccccccees d 
All other sales (estimated).. 5,000 5,000 5,000 15,000 
70.000 40.000 85.000 45,000 240,000 
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(b) Advertising, Selling, Office & General Expense Budgets. 
Advertising is purely a figure set up. It is, at the discretion of the 
directors, set aside for the advertising program during the coming 
six months. 

Selling expenses are divided into two classes:— 

1. Fixed expenses consisting of the following: Salaries 
Travelling Expenses 
Insurance & Taxes 
Depreciation 
General 
2. Variable expenses consisting of the following: Commissions 
Samples 
Cash Discounts 
Bad Debts 

Office expenses are all taken as Fixed expenses. 

General expenses are all fixed expenses with the exception of 
bank interest. For the purpose of the budget, bank interest, which 
is such a small item, is treated as a fixed charge. 


ESTIMATED ADVERTISING, SELLING, OFFICE, & GENERAL 
EXPENSES for the six months ending................ 
Advertising $ 500.00 

Selling Expenses: Fixed—Salaries 
Travelling Expenses 
Insurance & Taxes 





Samples 
Depreciation 
General 
a $3,000.00 
Variable—Commissions 
Cash Discounts 
Bad Debts 
500.00 
8,500.00 
General Expenses: Fixed 1,000.00 
Office Expenses: Fixed 1,000.00 
$6,000.00 


Taking the estimated sales of 240,000 Ibs. and $6,000.00 for the 
above expenses, we arrive at a figure of 24%¢ per pound of product 
sold, for Advertising, Selling, General, and Office Expenses. 
(c) Factory Departmental Expense Budgets. Refining department 
manufacturing expense is divided into two classes;—Fixed expenses 
consisting of the following: 
Salaries 
Trades Expenses 
Insurance—contents of buildings 
Insurance & Taxes—building 
Depreciation—Machinery & Equipment 
Depreciation—building 
Building Repairs 
General Factory Expense 
Welfare 

and the following variable expenses: 
Indirect Labour 
Direct Expenses 
Direct Repairs—Materials 


227 











COST AND MANAGEMENT 


Direct Repairs—Labour 

Power 

Steam 
The expenses from past experience are taken as the basis for these 
figures. The fixed expenses are separated from the variables and 
after any known changes have been made, they are expressed as a 
percentage to the estimated direct labour for the refining department 
for the coming period. The variable expenses with any known changes 
=a at a rate per 100 pounds of the production of the past 
period. 

Conching Department Manufacturing Expenses are treated the 
same as those of the refining department. 

Moulding and Packing Department Mamufacturing Expenses are 
treated the same asi those of the refining department, with the ex- 
ception of gas and refrigeration, which are variable expenses. 

(d) Labour. Refining, conching, moulding, and packing labour 
for the past period is expressed as a rate per 100 pounds of the past 
period’s production and extended at the estimated production to give 
the estimated direct labour for the factory cost. 

(e) Losses, Scrap and Waste. These figures are taken from ac- 
cumulated past experience. 

(f) Estimated costs, or standards, of each line. The next step is 
to estimate the factory cost of each line to be produced, according 
to the budgeted sales or production. The sum of all the productions 
extended at the estimated factory cost of each line gives the estimated 
cost of goods manufactured which, after adding the total advertising, 
selling, office, and general expenses, is deducted from the total sales 
value to give the estimated net profit. 

The standard is the estimated factory cost plus the rate per 100 
Ibs. for advertising, selling, general, and office expenses. 


ESTIMATED COST, OR STANDARD, OF #1 COATING 
Materials: 














PM Sia ela se drat cto 48 lbs. @ 5c lb. 2.40 
DANI avesaciisn'6!0 ia ls cokers 3” @ dic ” 88 
Milk Powder ........ 20 ” @il10dce ” 2.00 
Cocoa Butter ....... 380 ” @ 18 ” 5.40 
REEMOUY x cisscsereess 1” ‘@ ee ” 50 
MEG scat -55,6' <i icrsiece 2” @ile” 22 
109 lbs. 11.40 
BRE acs sree eels ae nae s (le 
102 lbs. 11.40 
Waste Production 2, 22 
—— $11.18 
100 lbs. 
Labour: 
MUN 05s. <6 caiace'oe elu onlays @ l5cewt. .15 
SORIEMNEENLE cahe cin etsl icles ostg scoters @ wz” 02 
Ln Se Crna ort to @ 8 ”  .08 
I Acc cede see acces ovo ap oe 05 


a 30 
Dept. Expense: Refining—Variables, 100% on 
Direct Labour’ .15 
Fixed, 30c per 100 lbs. .30 45 
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Conching—Variables, 150% on 
Direct Labour .03 
Fixed, 8c per 100 Ibs. .08 11 
Moulding—Variables, 100% on 
Direct Labour .08 
Fixed, 24c per 100 Ibs. .24 32 
Packing—Variables, 40% on 
Direct Labour .02 
Fixed, 10¢c per 100 Ibs. .10 12 


— Ss —— 1.00 

Buying Expenses. 3% on $11.18 04 
FPACTORY- COBSD 6 .cccccissdcsiewe 12.82 

Selling, Advertising, Office, & General Expenses 2.50 
15.32 

INGE PROPEE oosces ccusseccvess 68 

SELLING PRICE, 0.2 sesisesiccnsiees 16.00 


If, after working out the above for each line, one or more lines 
show a loss, this may be overlooked for various reasons namely: 

Possibly this line is on the market merely to increase sales, 

whereby absorbing part of the fixed expenses. 

It may be that the selling price is fixed, through contracts, and 

cannot be changed. 

But if the net result of operations shows as a loss something must 
be done. The only courses open are: 

To increase “factory efficiency”. 

To consider purchases of improved machinery. 

To put some fast-selling line on the market, even if it shows a 

loss, if it will help reduce the fixed expenses and thereby better 

the position. 

To reduce variable expenses. 

To reduce wages. 

When the materials were valued in the estimated factory cost 
the latest available price was taken and allowances made for known 
variations. If a drastic change takes place in the price of any 
material, then the budget must be changed immediately to ascertain 
the effect. If the position is such that it results in a loss, then steps 
must be taken to recover this loss in some manner as stated above 
with regards to net loss on operations. 

(g) Variations from Standard. Variations are accounted for as 
quickly as possible. The cost accountant breaks up the standard and 
actual costs of the unit of cost where the variation occurs and places 
the responsibility on the proper person. 

Variations may be due to: 

differences in prices of materials. 

changes in recipe. 

changes in labour rates (although this should have been 
foreseen at the time of the Standard’s preparation.) 
production, due to faulty estimating of sales. 

(h) Contingencies. Unforeseen contingencies will only affect the 
net profit or net loss on operations. 
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MATERIALS—PURCHASING, STORING, & ISSUING 

(a) A Purchase Requisition (Form 1) is issued by the stock- 
keeper to the buying department showing that a certain quantity of 
a certain material needs to be ordered. The stock-keeper fills in: 

Date required. 

Requisition Number. 

Account number to be charged 

Quantity. 

Description of material. 
and then signs the requisition. The form is made out in duplicate and 
the drawer files the copy. 

(b) A Purchase Order (Form 2) is made out by the Buying De- 
partment after the necessary investigation with regard to prices, ete., 
and mailed to the supplier requesting him to supply the specified 
materials. 

(c) A Receiving Report (Form 3) is made out on the receipt 
of the goods. It is in triplicate. The original goes to the cost office 
where the date, receival number, and quantity received, are entered 
in their stock ledger. This posting is in pencil, and when the in- 
voice for the goods comes through the quantity is checked against 
the receival posting, which is erased when the invoice is posted. 

The second copy of the receival goes to the stock-keeper with 
the goods. He checks the goods, signs the receival and passes it on 
to the buying department. It is then checked against the filed pur- 
chase order and filed. 

The third copy is filed by the receiving clerk. 

(d) Stock Checking. A system for periodical checking of stocks 
is in effect. Perpetual inventory stock cards are kept on each lot of 
material received. A representative of the cost office checks the 
actual stock against the stock shown on the card and then balances 
this with the actual usings recorded in the office records. 

PRODUCTION ORDERS AND REPORTS 

The Planning department issues a Production Report (Form 4) 
in triplicate. 

The first copy of the report goes to the stores department and 
on the authority of which the stock-keeper issues the materials stipu- 
lated, and to cover himself, he has whoever receives the materials, 
sign the report as proof that the materials have been issued. He 
deducts from his stock cards the amounts of the materials issued 
using the number of the order as a reference. 

The second copy of the report goes to the foreman of the depart- 
ment to process the materials. The order is his authorization to put 
the goods into manufacture. He keeps the order until the work is 
finished when the production order becomes a Production Report. The 
foreman enters thereon: materials received and put into production, 
good production, waste production, scrap production, and machine 
hours. 

The third copy of the order is filed by the planning department. 

ACCOUNTING FOR MATERIALS USED 

The materials used as specified on the production report are posted 
to the proper accounts when the report reaches the cost office. ; 

In the ledger used for this purpose there is a sheet for each kind 
of raw material used, and a column on each sheet for each of the 
thirty kinds of coatings manufactured. Thus at any time, an accurate 
total can be obtained of total sugar, or any other material, issued 
to date. This is important for stock-checking purposes. 
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At the end of every month the totals of the columns are posted 
to the account in the work book for the cost of this line. 

When an inventory is taken it will be seen that the total of any 
sheet in the ledger will not agree exactly with the actual using found 
by deducting the closing inventory from the opening inventory plus 
purchases. There are so many small weighings that a small inac- 
curacy in each will result in quite a considerable difference at the 
end of the month. These differences are spread pro rata on a basis 
of pounds used over all the columns of the page. 


WAGE REPORTS 


Every worker in the plant, with the exception of salaried fore- 
men, and superintendents, are obliged to turn in to the wages de- 
partment each night, a detailed Job Ticket (Form 5) specifying the 
different jobs on which they worked during the day. If they worked 
on production, the output must be entered in the space provided, 
in order that the wages department can reckon the bonus correctly. 
The foreman of the department must sign the job ticket verifying 
the outputs and the time spent on the various jobs. 

The wages department check the “in and out” time with the 
worker’s Clock Card, they enter the hourly rate and extend all “day 
work” jobs at this rate. Any piece rates or bonuses are extended. 
The sum of all these extensions is the worker’s wage for the day. 

The totals of the job tickets are then entered on the Payroll 
Sheet (Form 6) against the worker’s name. The cross addition of 
the sheet shows the worker’s wage for the week, less the column 
for deductions, leaving the wages paid. The payroll sheets: are then 
turned over to the accounting department who make out a Voucher 
for the total wages earned, that is, wages paid plus deductions. 
When the wages are paid the amount for deductions will be left 
over. The deductions for insurance will be paid to the insurance 
company concerned, and the amounts for “caps and aprons”, “pen- 
sions’, etc., put through as accounts receivable in the usual way. 

The total of the payroll voucher is then analyzed and summarized 
by means of code numbers on the job tickets and a journal entry 
(#1) made up charging the labour to the proper accounts. The 
refining, conching, moulding, and packing labour for the different 
jobs is charged to the proper account in the work book for the cost 
of the particular line. This corresponds in total with the amount 
charged to productive labour in the general books. 


MANUFACTURING EXPENSE 


.A copy of all invoices received, and all journal entries made in 
the general journal are sent to the cost office with the same code 
numbers as in the general ledger, so that at all times the cost office 
records are in balance with the general ledger. 

From these invoices and memo slips a work book is kept. It is 
broken up as follows, the first number being the account number 
in the general ledger and the section in the work book, the second 
is the column in the work book. 


Code No. Sub Code No. 
1 Manufacturing Purchases 
2 Productive Labour 2000 Refining 


2200 Conching 
2500 Moulding 
2700 Packing 
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Code No. 
3 


oe, 


6a 


6b 
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Unproductive Labour 


Salaries 
Direct Expense 


Direct Repairs—Materials 


Direct Repairs—Labour 


General Factory Expense 


Trades Expense 


Buying Expense 
Welfare 

Building Repairs 
Taxes & Insurance 
Depreciation 

Fuel & Power 
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Sub Code No. 
2000 Refining 
2200 Conching 
2500 Moulding 
2700 Packing 
2000 Refining 
2200 Conching 
2500 Moulding 
2700 Packing 
2000 
2200 
2500 
2700 
2000 
2200 
2500 
2700 
5200 Supplies 
5210 Repairs 
5220 Stockroom 
5230 Insurance & Taxes 
5240 Depreciation 
5250 General 
5500 Supplies & Mainten- 
ance Labour 
5510 Salaries 
5520 Depreciation 
5530 Insurance & Taxes 
5540 General 
1. Gas 
Z. “Repairs 
3. “Supplies 
4. Power—electric 
5. “Repairs 
6. “Supplies 
ihe “Depreciation 
8. “ Insurance & Taxes 
9. Water 
10. “ Repairs 
11. “ ‘Supplies 
12. Boilers—Coal 
13. “Labour 
14, “ Repairs 
15. “Supplies 
16. “Depreciation 
17.  “ Insurance & Taxes 
18. Refrigeration—Labour 
19. “ Repairs 
20. “Supplies 
21. “ Depreciation 
22. “ Insurance & Taxes 
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Code No. Sub Code No. 

15 Selling Expense 1. Salaries 
Commissions 
Travelling Exp. 
Insurance & Taxes 
Samples 
Cash Discounts 
Bank Charges 
Depreciation 
Bad Debts 
General 
Salaries 
Insurance & Taxes 
Light & Heat 


ca « = 6 


. 


— 
WN ROOD AHD oP wp 


16 Office Expense 


4, Depreciation 

5. General 
17 General Expense 1. Director’s Fees 

2. Donations 

3. Welfare 

4, Bank Interest 
18 Advertising 1, Newspapers 

2. Posters 


Jo 


Trade Magazines 
4. Recipe Books 


19 Refining Dept. Manufacturing Expense 
20 Conching Dept. Manufacturing Expense 
21 Moulding Dept. Manufacturing Expense 
22 Packing Dept. Manufacturing Expense 


23-52 Cost Sheets for the various Coatings 

When all the monthly charges are through, accounts 3-14 inclu- 
sive are charged to accounts 19-22, as shown in the cost office journal 
—entries 2-13. Number 2 account has already been cleared by 
journal entry #1. Accounts 1 2 








-22 are cleared into accounts 238-52 


Selling, office, general, and advertising are not cleared in the 
work book. They are set up here in order to keep a check on them 
and in order that they can be used for budgeting and for informa- 
tion when fixing the selling price of a new line. 

The order of distribution of the expense accounts is as follows: 


. rs ee ] 
inavory nocves in connection witn tne 


tne i reas - 
the main line, and as there is 
bet the total con- 


any dl rence p-« 


city meter is added, pro rata on 
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Building Repairs. As there is a cycle here, building repairs to be 
charged to trades (floor space) and trades expense to be charged to 
building repairs, it is deemed advisable to distribute trades expenses 
to buildings and leave the trades department out of the building 
repairs proration. : 

Floor Space. Floor space of the stockroom is included in the 
general factory floor space. 

Running H.P. Hours. There are “stop-start” cards on all motors, 
and knowing the h.p. of each motor it is quite easy to compute 
the running h.p. hours of each department. I might add that our 
works engineer as made an Ammeter test and proven that our motors 
are not over-installed. , 

Steam Flow Meter. The meter readings for the distribution of 
steam are taken from “Steam Flow Meters”. There is one at each 
department and one at the boiler head. The difference between the 
total of the readings at the departments and the one at the boiler 
head has been lost and is pro rated to the different departments. 


MACHINERY & EQUIPMENT 

A machinery and equipment card file (Form 7) is kept showing 
the original value of each piece of machinery, the depreciation period, 
the scrap value, and the amount of depreciation absorbed. 

These cards are filed by departments. 

At the end of each month the amount of depreciation for each 
machine is reckoned and the total for each department is charged 
to that department by means of a journal entry. 

All machinery and equipment is depreciated over a period of 
10 years, and buildings over a period of 25 years. 


COST OFFICE JOURNAL 
A journal is kept and all transfers from one account to another 
are journalized and the accounting department notified by means of 
a copy of the journal entry. On the attached sheets I have shown 
the entry required to distribute the factory payroll and any entry the 
debit of which goes to more than one account and must be apportioned 
on some fixed basis. 


COST OFFICE WORK BOOK 


The only accounts with balances shown in them are: 
#1 Account. The debit balance in this account is the closing inven- 


tory. 

#15, 16, 17 & 18 Accounts. These expenses are not dealt with in 
connection with cost accounting and are in the work book 
merely for the analysis procured. 

#23-52 Accounts. These are not cleared because the cost accounting 
system has reached its final purpose when the factory. cost 
has been obtained. The sum of the debit balances in these 
accounts agrees with the cost of goods manufactured as 
shown in the general ledger. 


COST OFFICE JOURNAL 


Code No. Basis of Dr. Cr. 
Distrib. 





Entry #1 

Prod. Lab. 
Refining #1 Coating, etc. 23 
Conching #1 Coating, etc. 23 




















Moulding #1 Coating, etc. 
Packing #1 Coating, etc. 


Unprod. Lab. Refining 
Conching 
Moulding 
Packing 
Direct Repairs: Refining 
Conching 
Moulding 
Packing 
General Factory Expense 


Trades Expense 
Buying Expense 
Welfare 
Building Repairs 
Fuel & Power 


Selling Expenses 
General Expenses, 
Dr. to Factory Payroll 


Entry #2 
Refining 
Conching 
Moulding 
Packing 


Dr. to Salaries 


Entry #3 


Refining 
Conching 
Moulding 
Packing 

General Factory 
Trades 


Buying 
Power 
Boilers 
Refrigeration 
Selling 
Office 
to Insurance & Taxes 


23 

23 
3/2000 
3/2200 
3/2500 
3/2700 
6b/2000 
6b/2200 
6b/2500 
6b/2700 
7/5220 
7/5250 
7/5260 
8/4500 

9 

10 

11 
14/2 
14/5 
14/10 
14/13 
14/14 
14/18 
14/19 
15/5 


17/3 
Code No. Basis of 
Distrib. 
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Dr. 





Cr. 





Personnel 
19 
20 
21 
22 


Value of 
Equip. 


7/5230 
8/5500 
9 


14/8 
14/17 
14/22 
15/4 
16/2 


(Insurance on contents of Bldgs) 12 


Entry #4 
Refining 
Conching 








Floor space 
19 
20 
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Moulding 
Packing 
General Factory 
Trades 
Buying 
Power 
Boilers 
Refrigeration 
Selling 
Office 

to Insurance & Taxes 


21 
22 
7/5230 
8/5530 

9 


14/8 
14/17 
14/22 
15/4 
16/2 


(Insurance & Taxes on Building) 12 


Entry #5 
Refining 
Conching 
Moulding 
Packing 
General Factory 
Trades 
Buying 
Power 
Boilers 
Refrigeration 
Selling 
Office 
to Depreciation 
(Building Depreciation) 


Entry #6 
Refining 
Conching 
Moulding 
Packing 

General Factory 
Trades 

Buying 

Selling 

Office 


to Welfare 
Entry #7 


Refining 
Conching 
Moulding 
Packing 

General Factory 
Building 

Gas 

Power 

Water 


Code No. 
Distrib. 


Basis of Dr. 








Floor space 


Personnel 


20 
21 


7/5250 
8/5540 


15/10 
16/5 


10 


Direct 
Trades Lab. 
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Boilers 
Refrigeration 


to Trades Expense 


Entry #8 
Refining 
Conching 
Moulding 
Packing 
General Factory 
Buying 
Power 
Boilers 
Refrigeration 
Selling 

Office 


to Building Repairs 
Entry #9 
Refining 
Conching 
Moulding 
Packing 
Refrigeration 
to Fuel & Power 


(distributing power) 


Entry #10 


Steam 
Refrigeration 


to Fuel & Power 


(distributing Water 
Entry #11 
Refining 


Conching 
Moulding 


to Fuel & Power 
(distributing Steam) 


14/14 
14/19 


8 


Code No. Basis of Dr. 
Distrib. 





Floor space 
19 
20 
21 


7/5210 
9 
14/5 
14/14 
14/19 
15/10 
6/5 


11 
Running 


Installed 
19 H.P. Hours 


Meter 
Readings 


Meter 
Readings 


14/12 


14/13 
14/14 
14/15 
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14/16 
14/17 
Code No. Basis of Dr. Cr. 
Distrib. 
Entry #12 Cu. Capacity 
of Brine Coils 
Moulding 21 
Packing 22 
to Fuel & Power 14/18 
(distributing steam) 14/19 
14/20 
14/21 
14/22 
Entry #13 Direct 
Labour 
Refining 19 
Conching 20 
Moulding 21 
Packing 22 
to General Factory Expense if 
Entry #14 Materials 
Used 
#1 Coating 23 
#2 Coating 24 
etc. 
to Buying Expense 9 
Entry #15 Prod. Lab. 
Ref. Dept 
#1 Coating 23 
#2 Coating 24 
ete. 
to Refining Dept. Mfg. Expense 19 
Ent 16 Prod. Lab. 
adie Conch. Dept. 
#1 Coating 23 
#2 Coating 24 
etc. 
to Conching Dept. Mfg. Expense 20 
En 17 Prod. Lab. 
walled Mldg. Dept. 
#1 Coating 23 
#2 Coating 24 
ete. 
to Midg. Dept. Mfg. Expense 21 
Code No. Basis of Dr. Cr. 
En 18 Prob. Lab. 
vadlied Pack. Dept. 
#1 Coating 23 
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#2 Coating 24 
etc. 
to Packing Dept. Mfg. Expense 22 


COST OFFICE WORK BOOK 
Code 1 — Manufacturing Purchases 





Dr. Cr. 
Summary of Raw Materials Summary of debits to a/c 22 
from Production Orders with 
Adjustments for Losses 
Code 2 — Factory Payroll 


Dr. Cr. 
Memo from Accounting Dept. Journal Entry #1 
Code 3 — Unproductive Labour 


























Dr. Cr. 
2000 2200 2500 2700 Direct to Ref. Dept. Mfg. Exp. 19 
Journal Entry #1 * “© Goneh, “ 20 

“ “ Midg. “ “ ““ 21 
“ 6“ Pack. “ “ “ 22 
Code 4 — Salaries 
Dr. Cr. 
Memo from Accounting Dept. Buying Dept. Salaries direct to 9 
Sales = 15/1 
Office - “ “< IGsi 
Trades “ § “ 8/5510 
Mfg. Salaries—Journal Entry #2 
Code 5 — Direct Expenses 

Dr. Cr. 
2000 2200 2500 2700 Direct to Ref. Dept. Mfg. Exp. 19 
Invoices ‘<< " © Coneh, “ 20 

“ “ Mldg. “ “ “ 21 
“ “ Pack. ““ “ “ 22 
Code 6a — Direct Repairs — Materials 

Dr. Cr. 
2000 2200 2500 2700 Direct to Ref. Dept. Mfg. Exp. 19 
Invoices “ Conch. “ o 20 

“cs “ec Mldg. “ “c “ 21 
“ “ Pack. “ “ “ 22 
Code 6b — Direct Repairs — Labour 
i Cr. 
2000 2200 2500 2700 Direct to Ref. Dept. Mfg. Exp. 19 
Journal Entry # 1 ‘ Conch. “ 20 
“ “ Midge. “ “ “c 21 
“ “ Pack. “ “cc “ 22 
Code 7 — General Factory Expense 

Dr. Cr. 
5200 5210 5220 Journal Entry #13 

Supplies Repairs Stockroom 


Invoices Jr. Entry #1 Invoices 
Jr. Entry #7 Jr. Entry #1 
Jr. Entry #8 
5230 5240 5250 
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Ins. & Taxes Deprec. General 
Jr. Entry #3 Jr. Entry #5 Invoices 
Jr. Entry #4 Jr. Enty #1 
Jr.Entry #6 

5260 
Laboratory 

Invoices 
Jr. Entry #1 

Code 8 — Trades Expense 





Dr. 


5500 5510 5520 Journal Entry 
Supp. & Salaries Deprec. 


Maint. 


Labour 
Invoices Code 4 Code 13 
Jr. Entry #1 Jr Entry #5 
5530 5540 
Ins. & General 
Taxes 


Jr. Entry #3 Jr. Entry #6 
Jr. Entry #4 
Code 9 — Buying Expense 


— 


Cr. 





Dr. 


Invoices 
Jr. Entry #1 
Code 4 Journal Entry #1 


Jr. Kntry 74 
Jr. Entry #5 
Jr. Entry #6 
j mntry rd 
Coce 10 — \ fare 
Dr. 
nvoices Journal Entry #6 
J try #1 
( 1 — Building Repai 
Di 
Inv Ie 
Jr. E #1 Jou £8 
Code 12 — Insu & T 
Dr. 
Memos from Accounting Boiler Ins. direct 
Dep W © di 











Cr. 














COST SYSTEM OF A CHOCOLATE COMPANY 


Dr 


Memo of Journal Entry Mach. & Equip. direct to 


Cr. 


Ref, Dept. 
Mfg. Exp. 


Conch. 
Mldg. 
Pack. 
Trades 
Boilers 
tefrig. 
Selling 
Office 
Building—Jr. Entry #5 


8/5520 
14/16 
14/16 
15/8 
16/4 


‘* Mfg. Exp.“ oS613- 45 u ffl 


Code 14 — Fuel & Power 





Dr. 
1 2. 3. 
Gas-Repairs Gas-Supp. 


Gas 
Invoices Jr. Ent. #1 Invoices 
“ 


» 4, 
Power-elect 
Invoices 


Cr. 


Gas 1-3 (Inel.) direct 


pM i to Mlidg. Dept. Mfg. 


#7 

5. 6. (P 8. 
Power, Power Supp. Power Power, Ins. 

Ins. & Taxes Deprec. & Taxes 


Expense 


Jr. Ent. #1 Invoices Code 13 Jr. Ent. #3 Entry #9 
oa eee or. Ent. 325 = 34 
a ee Water 9-11 
9 10. EL, 12. Jr. Entry 


Woatar 
vate 


Raslare 
Beiers- 





Waiter W ater 









Repairs ; Coal Boilers 12-17 
Invoices Jr. Ent. #1 Invoices Invoices Jr. Entry # 
Code 12 Oe ee 
13. 14. 1d. 16. Refrig. 18-22 
Boilers- _—_ Boilers- Boilers- Jr. Entry 7 


Depree. 


Labour 
Ce de 13 


Jr. Ent. #1 Jr 


‘a ] 1 
LCO0de 
Dr. 
1 9 
Code 4 Memo from ! f i 
Acct. Dept \ t 


Power 4-8 (Incl.) Jr. 


(Incl.) 


#10 
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4, 5. 6. 
Ins. &Tax. Samples Cash Discts. 
Code 12 Jr. Entry #1 Memo from 
Jr. Entry #3 Acct. Dept. 
iT: 8. 9. 
Bank Chgs. Depreciation Bad Debts 
Memo from ode 13 Memo from 
Acct. Dept. Jr. Entry #5 Acct. Dept. 
10. 
General 
Jr. Entry #6 
“ ‘“ #8 
Code 16 — Office Expenses 
Dr. Cr. 
r, 2. 3. 
Salaries Ins. & Tax. Light & Heat 
Code 4 Jr. Entry #3 Invoices 
“ “ #4 
4, 5. 
Depreciation General 
Code 13 Jr. Entry #6 
Jr. Entry #5 “ ES 
Invoices 
Code 17 — General Expenses 
Dr. Cr. 
Memofrom Memo from Jr. Entry #1 
; ; 3. 
Director’s Fees Donations Welfare 
Memofrom Memo from Jr. Entry #1 
Acct. Dept. Acct. Dept. 
4, 
Bank Interest 
Memo from 
Acct. Dept. 
Code 18 Advertising Expense 
Dr. Cr. 
‘ ; 3. 
Salaries Commissions Trav. Exps. 
Newspapers Posters Trade Mag. 
Invoices Invoices Invoices 
4, 
.Recipe Books 
Invoices 
Code 19 — Refining Dept. Manufacturing Expense 
r. Cr. 
Indirect Labour Code 3 
Direct Expense Jr. Ent. #2 
Salaries Code 5 
Direct Repairs—Materials Code 6a Journal Entry #15 
* “« —Labour Code 6b 
Trades Expense Jr. Ent. # 
Insurance—Contents of Buildings “ ae 
Insurance & Taxes—Bldgs. y « 4 
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Depreciation Building oS seo 
Building Repairs eS ee 
Power “— & 29 
Steam “ « 5 
General Factory Expense " °° 18 
Welfare “ «© #6 


Code 20 — Conching Dept. Manufacturing Expense 








Dr. Cr. 
Indirect Labour Code 3 
ies Jr. Ent. #2 
Direct Expense Code 5 
Direct Repairs—Materials Code 6a Journal Entry #16 
is “ —Labour Code 6b 
Trades Expense Jr. Ent. #7 
Insurance—Contents of Buildings “ “ #3 
Insurance & Taxes—Bldgs. “ « 4 
Depreciation, Mach. & Equip. Code 13 
Depreciation Building Jr. Ent. #5 
Building Repairs eS ae 
Power eo SS ae 
Steam “ © #3 
General Factory Expense “ © 319 
Welfare SS ae 
Code 21 — Moulding Dept. Manufacturing Expense 
Dr. Cr. 
Indirect Labour Code 3 
Salaries Jr. Ent. #2 
Direct Expense Code 5 
Direct Repairs—Materials Code 6a Journal Entry #17 
“ “  —Labour Code 6b 
Trades Expense Jr. Ent. #7 
Insurance—Contents of Buildings “ “ #3 
Insurance & Taxes—Bldgs. “Sa 
Depreciation, Mach. & Equip. Code 13 
Depreciation Building Jr. Ent. #5 
Building Repairs a <8 
Gas Code 14 
Power Jr. Ent. #9 
Steam 7 © fi 
Refrigeration “ © £3 
General Factory Expense oS ee 


Welfare - “ 
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Code 22 — Packing Dept. Manufacturing Expense 





Dr. Cr. 
Indirect Labour Code 3 
Salaries Jr. Ent. #2 
Direct Expense Code 5 
Direct Repairs—Materials Code 6b 
" “  —Labour Code 6a Journal Entry #18 
Trades Expense Jr. Ent. #7 
Insurance—Contents of Buildings “ oe caee 
Insurance & Taxes—Bldgs. ie “ #4 
Depreciation, Mach. & Equip. Code 13 
Depreciation Building Jr. Ent. #5 
Building Repairs : « RS 
Power 5 <= so 
Refrigeration - © gel 
General Factory Expense . « 23 
Welfare - * 6 








Code 28 — #1 Coating 





Dr. Cr. 
Materials lbs. @ Unit Standard 

Ibs. @ Cost 

lbs. @ per 

lbs. @ 100 lbs. 


Buying Exps. Jr. Entry #14 
Direct Labour— 


Ref. Jr. Entry #1 
Conch. “ ee aed 
Midg. “ * fl 
Pack. “ = ee 
Dept. Mfg. Exp.— 
Ref. Jr. Entry #15 
Conch. *“ o ea6 
Midg. “ ~ See 
Pack. “ + xs 


FACTORY COST 


Output 
Cost per 100 lbs. $ 


ee a) 
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FORM 7 
. MACHINERY & EQUIPMENT 
<:)  OECL BOE CECE OPC re Prete 
Brachine Description: «...0... ccccccccveces Machitie Nay <vcccsa. cues 
MUSONSHOR: PIO a6 o00 bike vescncacwene Date Purchased ......... 
Depreciation Period ois... cicis.5esiesciies Rate per Month ......... 
MAOUATIU WANG «:o\cigys cic: oss cic-sini siociavee seretereata Rate per Year .........«. 
ORIGINAL VALUE 19.. 19.. B/F 19.. B/F 
Jan. Jan. Jan, 
Feb. Feb. Feb. 
Invoices for Mar. Mar. Mar. 
Machinery or Apr. Apr. Apr. 
Equipment May May May 
June June June 
July July July 
Aug. Aug. Aug. 
Freight Sept. Sept. Sept 
Duty Oct. Oct. Oct. 
Installation Labour Nov. Nov. Nov. 
Trades Dept. O’Head Dec. Dec. Dec. 











C/F 


ORIGINAL VALUE C/F C/F 
CONTINUED ON REVERSE 


PRESIDENT NAMES CONMITTEE HEADS 


R. W. Louthood, president of our Society, has appointed the fol- 
lowing committee chairmen for the current year: Kris. A. Mapp, 
F.C.A., Toronto, Magazine Committee; L. Belanger, C.P.A., Montreal, 
Examination Committee; D. R. Patton, C.A., Montreal, Chapter 
Activities. 


Patron: “May I have some stationery?” 
Hotel Clerk (haughtily): “Are you a guest of the house?” 
Patron: “Heck, no. I am paying twenty dollars a day.” 

* * 


A Scotsman and an Englishman were arguing about their respec- 
tive countries. 
“Well, after all,” said the Englishman, “there is very little dif- 
ference between an Englishman and a Scotsman.” 
“Perhaps you are richt, but thank goodness for the difference,” 
replied the Scotsman. 
* * * 
“What will your father say when he knows we’re engaged?” 
“He’ll be delighted—he always is.” 
« cd ok 
Sam (to wife at show)—‘“‘Mandy, tell dat Niggah to take his arm 
away from ’round yo’ waist.” 
Mandy—“Tell him yo’self. He’s a puffect stranger to me.” 
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CROP OUTLOOK FAVORABLE TO BUSINESS 


Grain Prices are Holding Higher Level than for Many Years Past, 
and Buying Power of Primary Producers Should Increase. 


By W. A. McCKAGUE 


At this time of the year the attention of the Canadian business 
world is centred on the crops, and rightly so, because they are the 
greatest single factor in our buying power and business activity. 
The wheat output of the west has been curtailed in some years by 
drouth, but from the national viewpoint we have such variety of 
climate and of product that we can depend upon an immense yield 
each year from the soil. The total yield of marketable grains in 
each recent year has run from 650 million to nearly one billion 


bushels. 
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World markets and price levels are less dependable than nature, 
however. Prices can double or treble from one year to another. or 
they can decline with equal abruptness. The depression years brought 
low prices, particularly for wheat,—our most important export grain,— 
because of large surpluses overhanging the world markets. Conse- 
quently what the Canadian farmer realizes from his crops, and has 
to spend, varies much nore than does the actual yield in bushels. 

The value of Canadian field crops in 1929, which was a year of 
only moderate yields but good prices, was approximately $950 million 
dollars. The next year it dropped to $662 millions and in 1931 to 
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CROP OUTLOOK FAVORABLE TO BUSINESS 


$436 millions,, with consequent severe effects on the whole level of 
Canadian business. This was largely the result of a 50 per cent 
drop in average prices for grains. 

It is a historical fact that wheat and other grains, along with 
most other raw materials which are important in the world markets, 
move first in any great economic change. Naturally, prices for 
finished goods move more slowly. A decline in raw materials reduces 
the buying power of primary producers, brings inventory losses, nar- 
rows profit margins, and starts a buyers’ strike. Conversely, an, 
advance in raw materials stimulates business activity all along the 
line. 

The low point in average grain prices in the United States and 
Canada was reached about the end of 1932. A sharp recovery took 
place in the first half of 1933, partly due to depreciation of the 
United States dollar. Other raw materials went up at the same time. 
Though recovery over the past two years has been slow and difficult, 
we have not at any stage returned to the depths of late 1932 and 
early 1933. For twelve months past, average prices for various 
grains in Canada have maintained a higher level than in any year 
since 1930. Their advance has been still more pronounced in the 
United States because 1934 yields in that country were low. Cana- 
dian prices have not followed this rise to the full degree because 
of import duties levied by the United States, but some reduction in 
world stocks has resulted, and Canadian prices move with the world 
markets. 

In spite of lower prices in 1932, the estimated value of Canadian 
field crops in that year showed a considerable gain over 1931, because 
of higher yields. In 1933 there was a further slight rise. But 1934 
values, estimated at $545 millions, brought a more substantial in- 
crease in purchasing power, and this undoubtedly is the reason why 
most distributors and merchants have been able to report increased 
sales during the past twelve months. 

The sustained recovery in grain prices, and the fact that crop 
conditions according to current reports are better than they were a 
year ago, augurs well for another important gain in crop values in 
1935, with benefit to all Canadian business during the coming year. 
Farmers in many cases have to catch up on taxes and debt payments, 
so that increases in their buying of merchandise may not be as 
prompt and rapid as we would wish, but each successive gain in 
their income releases more surplus earnings for improvements and 
for buying of consumption goods. This should be a feature of Cana- 
dian business during the balance of 1935 and in 1936. 





The heavy man was trying to get to a vacant seat at the circus. 

“Pardon me,” he said to a woman, “did I step on your foot?” 

“Yes,” she said, after glancing at the ring. “All six elephants 
are still there. It must have been you.” 
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TARIFF and TAXATION | 


Tariff Change by Order in Council 
By Order in Council (P.C. 2031), dated 16th July, 1935, the fol- 
lowing regulation was ¢stablished under the authority of paragraph 
(k) of Section 284 of the Customs Act, effective on and after 27th 
July. 1935, the date of publication in the Canada Gazette: 














REGULATION 
It is hereby ordered that the commodity hereinafter defined and 
described be granted the tariff treatment hereunder indicated:— 
Caffein in a crude state, when imported by manufacturers 
for purification or further manufacture in their own factories :— 


British Preferential Tarif inc ic. csiccccccces Free 
PRESTINDEIATO EAE ésc.6. 6 0. diesveiee ar ceianwsewe sas Free 
se er ae Ls | | ee ee er es ere eee Free 


(To be designated as Tariff Item No. 804).” 


Surtax on Japanese Goods 
Under the authority of Section 7 of the Customs Tariff, the fol- 
lowing regulations have been established by the Governor in Council 
respecting the application of the surtax on Japanese products, viz.;— 


REGULATIONS 


1. Goods, the product or manufacture of Japan, bonafide con- 
tracted for and purchased, and sold by the importer for future de- 
livery either in their imported condition or as goods further processed 
in Canada, prior to the 22nd July, 1935, shall not, if imported into 
Canada before the 5th November, 1935. be subject to the surtax pres- 
cribed by Order in Council (P.C. 2180); provided that the importer 
produces satisfactory evidence establishing such purchase and sale 
prior to the 22nd July, 1935. 

2. The surtax shall apply to any article imported into Canada 
which has been improved or advanced in value by labour in any other 
country if materials the product or manufacture of Japan constitute 
more than 50% of the cost of production of the imported article. 

38. Invoices of goods manufactured wholly or in part from ma- 
terials the product or manufacture of Japan, imported into Canada, 
shall be further certified and signed by the exporters in the following 
form, namely: 


(J) 
“Whereas Japanese goods are subject to surtax in Canada, I 
certify that not over 50% of the cost of production of articles in- 
cluded in this invoice is the product or manufacture of Japan— 
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except articles opposite which the word ‘Japan’ is written on 
this invoice.” 
CSINALONG) coca c's ccc ccacsausdens Exporter 
EXPLANATORY NOTES 
The above certificate “J” may be added as the last clause of the 
certificates of origin heretofore prescribed or may be certified to 
separately on the invoice. 





School teacher—“Percival, you are half an hour late, what was 
the matter?” 
Percy—“I went out with Pa to a lynching party, and we stayed 
until the last man was hung.” 
Teacher (severely) —“Was hanged, Percival.” 
* * * 


Along the country road walked a man and a woman. The latter 
was bullying the meek little fellow who trudged in front of her with 
downcast head. 

Suddenly the woman saw a bull racing down the road behind 
them. She took refuge in the hedge, but her companion kept on, 
unconscious of everything but his woes. The bull caught him up 
and sent him spinning into a muddy ditch. Then it continued on its 
wild career. 

As he crawled out of the mire he saw his wife coming towards 
him. Plucking up a little courage, he whimpered: “Maria, if you hit 
me like that again you'll really get my temper up.” 
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REFERENCE LITERATURE 


RECEIVED IN JULY 








Hosiery Trade, Costing in the. The Accountant, July 6. 

Production, Methods of Controlling. The Accountant, July 20. 

Gantt Type Chart as an Aid to Budgetary Control. N.A.C.A. Bulletin, 
July 15. 

Plant and Machinery, Depreciation and Balance Sheet Values of. 
Accountants’ Magazine, June. 

Remuneration. Methods of. Accountants’ Journal, July. 

Financial Statement, The Weak Link in the. Certified Public Ac- 
countant, July. 

Industrial Relationship an Important Problem in Production. Manu- 
facturing and Industrial Engineering, July. 

Standard Costs, More About. Cost Accountant, July. 

Gantt Chart, The. Cost Accountant, July. 





CHANGE IN PROMINENT ACCOUNTING PARTNER- 


SHIP 


Messrs. Clarkson, McDonald, Currie & Co., Montreal, announce 
that the partnership with Messrs. Clarkson, Gordon, Dilworth, Guil- 
foyle & Nash, Toronto, has been terminated and that from 1st May 
they will continue the practice of their profession under the name 
of McDonald, Currie & Co., with offices in the Aldred Building, Place 
d’Armes. 

Messrs. Clarkson, Gordon, Dilworth, Guilfovle & Nash announce 
that they will continue their Montreal practice under their own name, 
with offices in the Bank of Toronto Building, Corner St. James & 
McGill Streets, Montreal. 





“My word,” he said, “you look good! I haven’t seen you in that 


frock before.” 

She smiled sweetly. 

“No—my twenty-first birthday present from daddy,” she replied. 

“Really!” he said. “And now it’s fashionable again?” 

* *” * 

The sawmill foreman was in a rage, and he had his chief sawyer 
on the carpet. 

“You’re firedl” he finally shouted. 

“What’s the matter—isn’t my work all right?” 

“Sure your work is all right!” 

“Well, then, why fire me when I’m delivering the goods?” 

“It’s your drinking—you’re liable to kill somebody!” 

“Oh, if that’s it I can quit drinking; in fact I’ve quit more’n a 
thousand times in the last ten years.” 
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